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Foreword 



The COMMITTEE on Educa- 
tional Finance of the National Educa- 
tion Association sponsors the annual 
National Conference on School Fi- 
nance to bring together researchers 
and practitioners to discuss their com- 
mon problems of financing American 
education. Interdependence in School 
Finance: The City, the State, the Na- 
tion is the proceedings of the eleventh 
conference in this series. 

The viewpoints expressed in the 
papers presented at the Conference 
are the authors’ own and do not neces- 
sarily reflect the views of the Commit- 
tee and the National Education Asso- 
ciation. The Committee expresses 
appreciation to the authors of the 
papers presented here for the high 
quality of their work. 

The interdependence of school fi- 
nance in the nation, the state, and the 
city and other local school districts is 
increasing: New federal grant pro- 
grams are being enacted; state distri- 
butions of funds to local schools are 
taking into account not only local 
ability but also federal grants; and lo- 
calities are developing their own edu- 
cational programs with both unre- 
stricted local funds and restricted 
funds from varied and numerous fed- 
eral and state distributions. This Con- 
ference dealt primarily with the social, 
economic, and political forces shaping 
this interdependency, and the tools 
such as programming-planning-budg- 
eting (PPB) systems which assist in de- 



veloping educational programs within 
these demands. 

These Proceedings include Awards 
in School Finance Research. The 
eight papers in this section were se- 
lected from abstracts of research com- 
pleted by recent entrants to the corps 
of school finance experts. The papers 
were judged on the basis of the need 
for research on the topic, the research 
design, the size of the task undertaken 
and completed, and the research tal- 
ent demonstrated. The judges were 
Dr. Forrest E. Conner, Executive Sec- 
retary of the American Association of 
School Administrators, Dr. Glen E. 
Robinson, Director of the Research 
Division of NEA, and Dr. William D. 
Firman, Assistant Commissioner of 
the New York State Department of 
Education. 

The almost 400 persons who partici- 
pated in the Conference represented 
local school systems, state education 
departments, the U. S. Office of Educa- 
tion, local, state, and national associa- 
tions, and university professors of 
school administration and finance. 

The Committee acknowledges the 
support of Dr. John D. Sullivan, NEA 
Assistant Executive Secretary for In- 
formation Services; and Dr. Glen E. 
Robinson, Director of the NEA Re- 
search Division. The Committee also 
extends its appreciation to the staff of 
the NEA Research Division who or- 
ganized the Conference and prepared 
the Proceedings for publication: Eu- 
gene P. McLoone, Assistant Director 










and NEA Staff Contact for the Com- 
mittee; Gaye Baber, Conference Co- 
ordinator; Beatrice C. Lee, Publica- 
tions Editor; Ann Rossilli, Elizabeth 
Moffatt, and Patricia Zimmer, secre- 
taries; Valdeane Rice, Administrative 



Assistant, and Wally Anne Sliter, 
Chief of the Typing-Production Sec- 
tion. 

William D. Firman, Chairman 
NEA Committee on Educational 
Finance, 1967-68 
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Greetings from the National Education Association 

John D. Sullivan 

Assistant Executive Secretary for Information Services 



This has been a year of turmoil in 
education, and much of the turmoil 
has been the result of organized activ- 
ities by members of the National Edu- 
cation Association and its state and 
local affiliates. It is an unusual year 
in that much of the collective action 
has been directed at state legislatures. 

In Florida, 30,000 teachers and 
administrators resigned en masse to 
protest the fiscal action taken by the 
governor and the state legislature. In 
New Mexico, 12,000 members of the 
New Mexico Education Association 
staged a state-wide walkout in a 
battle with the governor and the state 
legislature. In Oklahoma, 16,000 
teachers engaged in a one-day protest 
meeting. In Pennsylvania, 20,000 
teachers marched on die state capital. 
Idaho and Colorado have just de- 
clared state-wide sanctions because of 
inadequate and inequitable school 
financing. Our investigations and re- 
ports indicate that New Hampshire, 
Delaware, Indiana, Kansas, Arkansas, 
Arizona, Wyoming, and Alabama are 
all heading for a “showdown" with 
their state legislatures, mostly on gen- 
eral school finance, but in some cases 
on teacher salary programs. 

In addition, the number of teacher/ 
school board impasses over local 



school district contracts are so nu- 
merous in some states that the solu- 
tion may be found only through a 
major change in state financing of 
schools. 

The depth of feeling in this protest 
is evident not only from the amazing 
act of 30,000 Florida teachers actually 
signing and submitting resignations, 
but also from the nine-day strike by 
relatively well-paid teachers in affluent 
Montgomery County, Maryland — to 
say nothing of the nationwide atten- 
tion given the walkout by the only 
teacher on Matinicus Island, Maine. 

Is financial aid to schools the prob- 
lem? How can it be a problem in 
Montgomery County, Maryland? Why 
Florida and not Mississippi? 

Financial aid to schools is the prob- 
lem. The amount is usually a sig- 
nificant factor, but the root of dissent 
seems to be one of equity — raising the 
amount of school aid temporizes with 
the situation, but equitable distribu- 
tion is a crucial issue. And, of course, 
equitable in whose eyes? Thus, the 
Montgomery County teacher, while 
well paid compared with other teach- 
ers, is relatively poor in his own com- 
munity. The Florida teacher works 
in the playground of millionaires. The 
urban teacher fights downtown traffic, 
teaches in the state’s oldest, most 
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decrepit buildings, works with large 
classes of emotionally, physically, and 
culturally handicapped children, while 
observing his suburban colleagues not 
only being better paid, but working 
under much more favorable condi- 
tions. 

Can a formula be devised for equi- 
table distribution of finances or will 
local teacher power create its own 
formula? Will the justified impatience 
of teachers, tired of studies without 
action, result in continued collective 
action against state legislatures and, 

I believe, in its time and place, against 
the Congress? If so, what fiscal policy 
will result? If there was ever an urgent 
time for interdependence, this is it. 
Teacher organizations, local govern- 
ments, and state and national legisla- 
tures should be well advised in fiscal 
matters as a general rule, but par- 
ticularly when operating under heat, 
lest in solving the immediate prob- 
lem, they create serious unrecognized 
long-run fiscal problems. This is one 
challenge facing all of us. 

A second major challenge to inter- 
dependence in school finance — the 
city, the state, and the nation— is that 



raised by decentralization of large 
urban school complexes. What fiscal 
policy should be adopted to support 
the new school district? If a budget 
reflects the philosophy of a school dis- 
trict, how may a truly autonomous 
school district within a city have some 
budgetary freedom to express its 
philosophy? 

Finally, I hope that one of your 
national conferences will have a sec- 
tion meeting devoted to teacher or- 
ganization finance. We are in big busi- 
ness as is evidenced by our commit- 
ment of $2,000,000 to Florida teachers. 
If these crises continue, we shall need 
more than the current revenue pro- 
gram. Perhaps we need the equivalent 
of the World Bank for our organiza- 
tions. If you have some ideas on this 
subject, the National Education Asso- 
ciation would appreciate getting them. 
In the meantime, if you haven't paid 
your dues, we will be glad to have your 
ten dollars. It will help our balance 
of payments. 

Greetings from the National Educa- 
tion Association and best wishes for 
a successful conference. 
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Interdependence in School Finance: The City, 
the State, and the Nation 



H. Thomas James 



When i completed my study of fi- 
nancing education in the great dties 1 
two years ago, I concluded that most 
of our large city school systems find 
themselves in a bind financially. Their 
tax bases are growing too slowly, and 
in some cities actually are declining in 
value, at a time when new demands 
for improving schools and other gov- 
ernment services are being made by 
the changing populations of the cities, 
by the burgeoning school population, 
and by the state and national govern- 
ments. New federal money is doubt- 
less helping the situation, but not 
enough to reassure the dark prophets 
of impending catastrophe. In some 
instances the federal money actually 
has had a negative effect, for state 
legislators and local voters frequently 
withhold appropriations to schools 
that might otherwise have been made 
on the argument that the federal 
money is sufficient. Yet clearly it is 
not sufficient, nor are the combined 
efforts of all levels of government suffi- 

* James. H. Thomas; Kelly, James A.; and 
Ganns, Walter I. Determinants of Educa- 
tional Expenditures in Large Cities of the 
United States. U.S. Department of Health, 
Education, and Welfare. Office of Education, 
Cooperative Research Project No. 2889. Stan- 
ford, Calif.: Stanford University, School of 
Education, 1966. 198 p. 

Dr. James is Dean, School of Education, Stan- 
ford University, Stanford, California. 



dent to reassure those who see trouble 
ahead. 

Local taxpaying ability continues 
to be die most important determinant 
of social policy for education in all 
our cities, and the targets being set 
for school improvements are thereby 
held to disastrously low levels in most 
dties. Defining a larger role for the 
federal government in the finandng of 
education that will compensate for 
weaknesses in local and state juris- 
dictions is our best hope for guarding 
against disasters that now threaten in 
dozens of dties. Social policy must 
determine, rather than be limited by, 
the resources to be allocated to educa- 
tion, or we face a rising tide of troubles. 
Congressional recognition of that fact 
seems to me to be a beginning, but 
only a beginning, and we still have not 
even a beginning for the development 
of a broad national policy for the im- 
provement of education. 

Recently I completed two other 
efforts: One was the decennial review 
of school finance studies for the forth- 
coming Encyclopedia of Educational 
Research, and the other was a chapter 
for the October 1967 issue of Review 
of Educational Research entitled 
“The Politics and Community Deci- 
sion Making in Education." It is out 
of the freshness of these experiences 
that I have ordered the thoughts I 





bring you today. I am convinced that 
the educational programs at the locals 
state, and national levels are indeed 
interdependent, and that the political 
terms by which this interdependence 
comes to be stated in the years ahead 
will have important consequences for 
the welfare of our people. 

As I have worked at my studies of 
school finance over the past several 
years, I have entered into a great deal 
of correspondence with researchers in 
the field and with policy-makers at 
the national, state, and local levels. I 
find from this correspondence that 
while we have few people skilled in 
assessing trends, we have no shortage 
of advocates in education. What I 
was receiving from most of my cor- 
respondents were proposals for ways 
of ordering the future, prophecies of 
hoped-for courses of events, statements 
of self-fulfilling hypotheses that the 
authors would nurture. I am sure 
there were equally dedicated prophets 
and hypotheses-makers of quite differ- 
ent persuasion than my correspon- 
dents, who can be expected in the 
years ahead to be equally diligent 
in opposing the view of those I con- 
sulted. 

Since I am not a prophet, I can- 
not bring you today a blueprint for 
die way we shall order the. interde- 
pendencies and responsibilities for 
educational services tomorrow among 
cities, states, and the nation. What 
I shall attempt to do in this paper 
is trace some of the insistent demands 
for educational services articulated at 
the several levels of government, for 
I believe these demands will have 
important influences on the ordering 
of educational priorities, and on the 
ways to finance them. 

I must leave out of account, of 
course, those unforeseen consequences 
of coming events that may be as force- 



ful in their impact on school policy 
as are those still flowing from Sput- 
nik, the civil rights movement, and 
the reapportionment of state legisla- 
tures. We can, of course, extrapolate 
and see Uiat far-reaching effects can 
yet be expected from these Uiree 
events, for Uieir effects on our school 
systems have by no means been fully 
felt. I chose not to do that today, be- 
cause the education journals and 
other sources are rich in such extra- 
polations. Rather, I shall deal with 
what appear to me to be sensible 
extrapolations from positions now 
being taken by the President, the 
Congress, state governments, and 
local school districts that seem to me 
to have some rather clear implications 
for the immediate future of education. 

The Federal Position 

The first of these to be considered 
is the federal position. I think we 
can expect not a great expansion of 
the federal role in education in the 
coming session, but rather .an exten- 
sive reappraisal and consolidation of 
present efforts. During the past year 
I have seen quoted in widely different 
contexts a spokesman for the Bureau 
of the Budget, a Congressman, and a 
leading columnist, all expressing 
themselves in almost identical lan- 
guage on the probability that the 
Congress would pause to assess the dis- 
order represented in 170 grant-in-aid 
programs in 21 different federal de- 
partments and agencies operating 
through 92,000 units of government 
throughout the 50 states. 

This remarkable disorder arises not 
out of a clear Congressional policy for 
education, but rather out of a lack of 
one. The Congress is faced with over- 
whelming evidence of national needs 
for improvement of the educational 
efforts of this nation, evidence that 




poses a threat to national order and 
therefore to national security. In the 
face of this evidence, the Congress has 
yet to generate a national policy for 
education. Besieged with so many 
advocates of courses of action, it seems 
simply to have thrown up its hands 
and appropriated money for support- 
ing any good idea that could be ad- 
vanced throughout the vast educa- 
tional establishment, in the general 
hope that ways can be devised to 
exploit any breakthrough that is 
achieved, and to promote any line of 
experimentation that holds promise. 

The system of project proposals was 
patently unmanageable under the 
original arrangements, and if con- 
tinued, it would have swelled the flood 
of demands already rising to alarming 
levels to reduce the involvement of 
federal officials in the administration 
of state and local school systems. A 
period of consolidation of effort is 
now under way, and we must wait 
to see how far it will go. 

Clearly the regional educational 
laboratories are making an impres- 
sive impact, and in their close asso- 
ciation with the research and devel- 
opment centers in universities are 
starting a promising ferment in the 
educational establishment. 

Of all the popular and profes- 
sional support we have for the new 
federal programs, that for the pre- 
school programs seems to be highest; 
preschool programs appear to be the 
brightest hope we have for improving 
die chances of the underprivileged 
child. Yet die prospects for institu- 
tionalizing and extending these pro- 
grams seemed brighter a year ago than 
now; under existing law, public 
schools often are seriously hampered 
in extending services to children 
younger dian five years, and teachers 
and taxpayers are often less than en- 



thusiastic about the development of 
a new, and perhaps competitive, sector 
of public education. 

The impact of the civil rights move- 
ment on the school, too, is changing. 
The demands, once so vociferous, that 
the schools be used as the principal 
social instrument for integrating the 
races is declining. Recent studies, no- 
tably James Coleman's, 8 emphasize 
the greater impact of other agencies 
and institutions in socializing the 
child. The civil rights movement may 
well founder if it fails to mobilize 
more broadly all of our social institu- 
dons, for to depend solely on the 
school for furdiering that movement 
is to expect too much of the school, 
and will damage its usefulness in its 
historic function of helping all chil- 
dren to equip themselves for life in 
our society. 

I have taken a rather circuitous 
route to the conclusion that no clear 
picture of the federal responsibility 
emerges from demands for improve- 
ment of education now being articu- 
lated at the federal level. The recent 
record reveals only an overwhelming 
sense of urgency that something must 
be done, and done quickly, to im- 
prove the capabilides of American 
educadonal institutions, and to pre- 
vent a disorderly scrambling for viable 
ideas in the absence of a clear federal 
policy for education. 

A historical perspective is perhaps 
more useful in forecasting the long- 
term federal position in the interde- 
pendent relationship expected to de- 
velop. Over the long run, for instance 
over the last century, the position of 
the federal government in educadon 

■Coleman. James S., and others. Equality 
of Educational Opportunity. U.S. Depart- 
ment of Health, Education, and Welfare, 
Office of Education. Washington, D.C.: Gov- 
ernment Printing Office, 1966. 797 p. 









•: --• v_ ; ^ 



K'-'v'v 

I® 



fc-/ •■" 

IPs 

111 



111 






ii^;f§4 ; ssv 



II 







- ->:; \ '-l* : 



'■ ■ ' ' ' ’ S- ' . ■• 



I P|;:, f $ •■!■■;■' ■■ P s , 

S;v ;■ :" •' :v - '. , ; :; P: ; 

pP--': ■ \,. > 'P .' S' • 

ife ‘ ; : ;S: -S' 



seems much clearer than in recent 
years. Actually, the federal po sition 
is easier to define, and more clearly 
set forth in law over the last century 



than either state or local positions 
Over this long period the Congress 
has concerned itself with the invest- 
ment aspect of education, with train- 
ing manpower and improving tech- 
nology so as to increase the general 
productivity of the nation and to 
strengthen its capabilities for accom- 
plishing national purposes in peace 
and in war. These concerns for man- 
power training and technological im- 
provements are traceable through the 
land grants to colleges of agriculture 
and mechanics during the Civil War, 
then through establishment of voca- 
tional schools, and more recently, 
through improvements of courses es- 
sential to work in the technological 
world we live in, such as mathematics 
an d science. One might add, of course, 
the clear evidence of recent years that 
the Congress hopes the education in- 
dustry will at long last give some small 
attention to the industrial revolution, 
an d so encourages efforts to substitute 
technological innovations for the 
high-cost personal services that now 
absorb the major share of educational 
expenditures. 

The steady persistence of demands, 
from the federal level particularly, 
for evaluation of educational pro- 
grams in ways that direct attention to 
possibilities for substitution of more 
efficient ways of accomplishing our 
purposes is likely to have two im- 
portant consequences for financing 
education. 

First, we may expect an impact on 
instruction through the forthcoming 
efforts to assess our educational out- 
put. 1 think we are approaching the 
day when we can recognize that the 
greatest differences among schools are 




best illustrated by the social values 
they teach; by contrast, we are de- 
veloping a remarkable consensus on 
the commonalities of knowledge we 
want taught, particularly in the areas 
of the sciences, mathematics, and per- 
haps languages. I believe it may be 
possible to develop national policies 
and curricula in these areas, leaving 
the more value-sensitive social and 
humanistic studies to state and local 
determination. The sophisticated ap 
proach to the measurement of the na- 
tional educational product, worked 
out by Ralph Tyler and his advisors, 
may point the way to better under- 
standing of how we can improve our 
educational product and still preserve 
a large measure of our pluralistic 
social values. 

1 expressed the hope some months 
ago that the effort to measure our 
gross educational product might be 
undertaken by the Education Com- 
mission of the States. If not that 
body, then I hope some other agency 
can be persuaded to undertake the 
assessment, for I am sure that the 
needs of education will be richly re- 
warded, not by stronger pressure 
groups, but by popular support for 
realizing opportunities that are now 
being foregone and for averting dis- 
asters that are almost upon us. 

A second consequence of the per- 
sistent demands for evaluation of edu- 
cation can be expected to have an 
important impact on the fiscal pro- 
cesses and decisions in education. This 
consequence is traceable to a new 
priesthood that is being consulted 
about allocations to education. I refer 
to the economists’ increasing interest 
in education, and to the methods they 
use to analyze educational affairs, 
such as cost-benefit analyses, systems 
analysis, and program planning and 
budgeting systems. 
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It is possible, of course, simply to 
dismiss this movement as a recurrence 
of the activities associated with the 
cult of efficiency that was rampant in 
school affairs half a century ago, with 
the unhappy effects for education out- 
lined so vividly by Callahan. 3 Or one 
can conclude, as I suggested earlier, 
that since a new priesdiood is in 
power in Washington, we have a new 
catechism to learn, and so dismiss it as 
ritual. However, I am inclined to 
think we cannot dismiss this move- 
ment lightly, first, because this time 
it emerges with a much broader intel- 
lectual undergirding and logical 
sophistication, and second, because 
politicians are seizing upon it as a 
me an s for controlling school costs that 
have risen steadily throughout tins 
century at a rate faster than that at 
which the total economy grows. There- 
fore, I will argue for knowing more 
about the movement, its assumptions, 
its mediods, and its objectives. 

A first step to such knowledge is 
to recognize a hierarchy of complexity 
in the new mediods. Cost-benefit 
analysis is die simplest component, 
systems analysis is a more complex 
process, and program planning and 
budgeting systems are die most com- 
plex. Comprehending the intermedi- 
ate steps is one way to easier accept- 
ance of the implications of program 
planning and budgeting systems, for 
schoolmen are already engaged in 
many places with some level of cost- 
benefit analyses on some parts of the 
total school operation in many school 
systems, more recently in negotiating 
for new federal program funds; but in 
th e past, too, some fairly sophisticated 
cost-benefit studies were done in such 
areas as transportation and food 

•Callahan. Raymond E. Education and the 
Cult of Efficiency. Chicago: University of 
rtiimcrn Press. 1962. 279 p. 



service, though often with a too nar- 
row frame of reference and widi hap- 
hazard mediodology. 

Let me summarize die federal po- 
sition on die fordicoming interde- 
pendent relationship for financing 
education as follows; first, continu- 
ing and strengdiening traditional fed- 
eral concerns for improving the labor 
force and for encouraging techno- 
logical development, to the end that 
national productivity increases and 
improves die general welfare; second, 
assessing the educational product of 
die nation and seeking ways, to im- 
prove it, especially in areas critical to 
economic productivity, such as sci- 
ence, mathematics, and perhaps lan- 
guages, with national policy and per- 
haps national curricula being sup- 
ported and diffused in diese areas widi 
federal funds; and diird, continuing 
concern for efficiency in education, 
particularly as cost-benefit studies re- 
veal ways for substituting technologi- 
cal innovations for expensive personal 
services in accomplishing educational 

purposes. . 

1 might add that we can expect the 
Congress to continue to search . for 
ways to prevent states and localities 
from allowing federal funds to substi- 
tute for funds that might otherwise be 
appropriated at state and local levels, 
so that federal funds are actually used 
for improvement of education, and 
not for tax relief at other levels of 
government. 



The State Level 

I turn now to consider the state 
level, and to see if die demands made 
at diat level suggest how the state 
will fit into die emerging interde- 
pendent relationship for financing 
education. 

The state laws and constitutions 
are curiously silent on the investment 
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aspects of education, or manpower 
training. As with the federal govern- 
ment, one can become bemused with 
current proposals, many of which 
simply reflect national or local anxie- 
ties; but over the long run, again one 
discern a pattern. The acts of 
state legislatures reveal a preoccupa- 
tion with two sets of concerns, one 
having to do with the enforcement of 
minimum standards of educational 
programs and personnel, and the other 
set of concerns having to do with the 
equalization of educational benefits, 
and die tax burdens that support 
them. Both of these sets of concerns 
generate powerful pressures toward 
centralization of educational decisions 
and administration. Those that deal 
with standardization of programs and 
personnel have been driving curricu- 
lar decisions to the state level, and 
incr easing ly decisions on salary scales 
and conditions of employment as well. 
The concern for equalization also en- 
courages centralization, primarily be- 
cause more than half of the costs of 
education have rested on archaic tax 
structures, mostly property taxation, 
whidi were frequently badly and oc- 
casionally scandalously administered. 
The most common result of this ar- 
rangement is that the schools most in 
need of improvement have been least 
able to afford it. 

Through much of the first half of 
this century, states have been distribut- 
ing state-collected revenues inequit- 
ably in order to compensate for in- 
equalities in property tax revenues. 
More recently states have been moving 
into supervision of property tax ad- 
ministration. It now appears likely 
that more states will be driven by in- 
creasing teacher militancy to under- 
write state salary schedules for school 
employees. A logical next step will be 
direct state administration of property 
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taxes to help pay the costs, and aban- 
donment of the bureaucratic wonder- 
lands we now have for equalization 
under such euphemisms as the founda- 
tion program. 

If the teachers' salaries are shifted 
to the states, it seems unlikely that 
the states would continue to share the 
residual costs with local school dis- 
tricts on a formula basis. 

Some states are already finding it 
feasible to appropriate funds for 
schools on the basis of financial needs 
as revealed by the analysis of the 
budgets of individual districts, and a 
great many more states now have re- 
duced the number of districts suffi- 
ciently to begin doing so. The num- 
ber of school districts continues to 
decline, is down now to 21,704 from 
the peak of 127,422 in 1930, and is 
expected to stabilize at 5,000. 

The use of a formula for allocating 
school funds has always been a substi- 
tute for knowledge about the budget- 
ary needs of the school, once too diffi- 
cult to obtain on a district-by-district 
basis. Now, however, most states have 
a manageable number of districts; 
adequate technology for data collec- 
tion and data reduction is increasingly 
available; and a promising revolution 
in accounting and budgeting already 
is under way. It is perhaps time to lay 
aside our primitive substitutes for 
knowledge, and deal directly with in- 
formation about die financial needs of 
eadi school district. 

Many legislatures make appropria- 
tions to institutions of higher educa- 
tion on such an informed basis, and 
have done so for years. There is now 
little reason for them to continue to 
deal blindly with appropriations to 
i hg public schools. Better informa- 
tion on the needs of schools is likely 
to increase appropriations over those 
now being made on a ritualistic and 
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often unpersuasive formula basis. 
Many of the large city school districts 
already are operating outside the regu- 
lar state aid formula, and some for 
years have gotten their state appro- 
priations through direct negptiations 
with the legislature and the governor. 

In summary— I have identified the 
probable state position in the forth- 
coming interdependent relationship 
for financing education as follows: 

1. Continuation of the traditional 
concerns for enforcing minimum 
standards for educational programs 
and personnel and for equalizing the 
benefits and burdens of school ex- 
penditures 

2. Further yielding to the pressure 
for centralization of educational deci- 
sion-making and administration with 
more decisions on curriculum, mate- 
rials of instruction, probably teachers’ 
salaries, and perhaps school taxes on 
property, moving to the state level 

3. Gradual abandonment of school 
aid formula, such as foundation pro- 
grams, as new accounting and budget 
technology and methods increase the 
flow of information that is heeded at 
the state level to make rational judg- 
ments on the financial needs of local 
districts. 

The Local Level 

Now you may ask, with federal 
policy governing production-oriented 
investments in education, broadly de- 
fined, and state governments control- 
ling much of the rest of the curricu- 
lum, determining salary and the con- 
ditions for employing of teachers, and 
perhaps taking over budget decisions, 
and property taxation as well, how can 
we see a place for the local unit to 
enter significant policy-making and be 
involved effectively in financing edu- 
cation? I will argue that there is such 



a role for local government, especially 
in city school districts, and that it is a 
role of critical importance. Further- 
more, the role I see is not one to be 
created, but one that has been emerg- 
ing for a long time; I simply bring it 
to your attention in ways not common 
to current textbooks on school ad- 
ministration. 

The most important reason for as- 
suming an important place for local 
decisions in school affairs is that the 
history of schools in this nation is 
characterized by pervasive, almost ob- 
sessive, localism in school policy. This 
observation is supported by all our 
written history of education, and is 
emphasized for me by a three-year 
study of school boards I recently un- 
dertook with support from the Carne- 
gie Corporation. In these studies we 
noted evidence of rising tensions sur- 
rounding the functioning of local 
boards of education. Much of this ten- 
sion was building up because the func- 
tions and functioning of school boards 
are changing, while public under- 
standing of their functions, and even 
the understanding of many school- 
board members, has not changed. 

During the last half century we 
have seen the powers of boards of 
education eroded by a growing body 
of universalistic policy generated at 
the state and national levels, not only 
in government, but in voluntary pro- 
fessional and school-board associations 
as well. As the body of universalistic 
policy has grown, the traditional 
policy or rule-making function of the 
board has gradually shifted to applica- 
tion or adjudication of policy or rules 
made elsewhere, in which boards 
mediate the terms for applying general 
policy to local circumstances. 

I noted above the sharp decline in 
numbers of school districts, and there- 
fore in numbers of board members. 
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Yet while boards have declined in 
number and changed in function, they 
find themselves relatively unprotected 
by universalistic policy, and increas- 
ingly involved, because their declin- 
ing numbers concentrate the fury of 
their involvement in some of the most 
fundamental conflicts in our society. 
Religious antagonisms account for the 
oldest and most persistent conflicts 
over schools in this society. Racial 
antagonisms, probably second in age 
and persistence, are the most explo- 
sive issues facing school boards today. 

In addition to these conflicts, school 
boards are increasingly confronted 
with conflicts based on economic 
issues. The poor are learning that 
education is important to economic 
success, and this awareness is generat- 
ing conflicts as explosive as the re- 
ligious or racial antagonisms because 
of their potentially revolutionary ef- 
fects on the economic, social, and 
political order. 

The management of conflict, such 
as that generated by the demands of 
individuals and groups just referred 
to, is the business of government, and, 
indeed, is the main reason for the 
existence of government. Local boards 
of education perform a useful func- 
tion in the maintenance of social order 
by holding hearings on the demands, 
resolving conflicts, where they can, in 
ways that are reasonably satisfactory 
to all, and where they cannot resolve 
the conflict, they can aggregate the de- 
mands and articulate them as de- 
mands for support from higher levels 
of government. 

Presumably many of the demands 
for financial support formulated by 
city school boards will be appropri- 
ately directed to the Congress, on 
grounds that urban populations are 
mobile, and the national interest dic- 
tates laree expenditures for improving 



pools of potential manpower which 
may not benefit the local economy in 
the short run, but will benefit the 
nation in the long run. Certainly 
this argument is viable now for the 
many large cities, virtually immobil- 
ized by one of the greatest migrations 
in human history, and is viable as well 
as an argument for large national al- 
locations for education to rural areas 
from which millions of migrants will 
continue to come. 

Other demands will be directed ap- 
propriately to state legislatures, on 
grounds that urban education is now 
frequently inferior to that provided 
in other areas of the state, and can 
be improved only by meeting the 
higher costs of urban education and 
equalizing the enormous overloads on 
urban tax bases resulting from educa- 
tional and many other costs borne by 
cities in order to serve surrounding 
suburban areas. 

Other demands may be appropri- 
ately directed to dty government 
and may in the long run be expected 
to revolutionize educational organiza- 
tions in the city, for we are relearning 
a lesson taught by Plato, which we 
only half-learned when John Dewey 
retaught it, that the city itself may be 
the most efficient teaching machine. 
Instead of building our city schools to 
look like jails, and operating them 
much as though they were, there 
seems to be hope that we can reduce 
the century-long emphasis on the 
school as a custodial institution, and 
begin involving the children in many 
and complex ways in the potentially 
great educative experience of life in 
die city. That part of the educational 
program that is essentially cultural, 
that relates to social values, that 
uniquely transmits die cultural heri- 
tage of a given city or community, and 
that, we hope, will permit us as a 



na tion to perpetuate our pluralistic 
and wonderfully heterogeneous per- 
ceptions of the purpose of life and 
how to benefit the human condition, 
must fall on local government, for it 
is being attended to at no other level. 

In summary, I see the emerging 
role of local school boards as: 

1. Mediating and adjudicating the 
terms and conditions under which 
the growing body of universalistic 
policy for education generated at state 
and national levels, both in govern- 
ment and in professional associations, 
is applied in the local situation 

2. Articulating demands on the gov- 
ernmental units at city, state, and 
national levels for meeting educa- 
tional needs in the district (and for 
this purpose we may want to increase 
the number of agencies with power to 
hold hearings, perhaps to include 
community councils or advisory bodies 
for every high-school attendance area, 
or perhaps even for every attendance 
center) 

3. Attending to the task of cultural 
transmission and the preservation and 
enrichment of the social and human- 
istic values of importance to the 
clientele of the schools. For accom- 
plishing this purpose, local boards, of 
course, will need to retain a legitimate 
claim on taxable resources within 
the district. 

How, one might ask, might these 
responsibilities be distributed in terms 
of proportion of the tax revenue to 
be contributed? I have no way of 
answering that question, because it, 
above all others, is to be resolved in 
the political arena. I think that argu- 
ments for viewing education as an in- 
vestment that yields predictable re- 
turns to the economy will cause federal 
allocations to increase, perhaps to a 



fourth of the costs before the end of 
the century. If salary negotiations are 
moved to the state level and the states 
underwrite teachers’ salaries, perhaps 
half or more of the costs will be raised 
at the state level. The local share of 
costs will then vary depending upon 
how congruent local demands are 
with state and national aims, upon 
how persuasive local boards are in 
getting support for their peculiar 
needs from city, state, or national 
treasuries, and upon the demands and 
capabilities for supporting those parts 
of the school program unique to the 
local district. 

Where local apathy or poverty re- 
duces the local share, we will be as- 
sured of minimum programs continu- 
ing to contribute to state and national 
aims, with some falling off of efforts to 
maintain local social and cultural 
characteristics; one can argue that 
such circumstances would contribute 
to sound social policy on the grounds 
that the transmission of social values 
which contribute to apathy and 
poverty probably should not be en- 
couraged. 

On the other 1 hand, communities 
rich in material resources, that are in- 
sistent and persuasive in their de- 
mands for transmission of their social 
values will find the means to accom- 
plish their purposes, and this, too, 
would seem to fit into a sound social 
policy for education. One can wonder 
about materially rich but apathetic 
com muni ties, which would surely 
wither, or materially poor but cul- 
turally dynamic communities, which 
could be expected to breed revolu- 
tions. I have left such communities 
out of account in this paper, not be- 
cause speculating about them might 
not be interesting, but because the 
paper is already too long. 
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Making Your Own Circumstances 

Ralph W. Yarborough 



This afternoon i intend to talk 
broadly about the federal role in the 
financing of elementary and secondary 
education, and the implications of 
that role, and to make some sugges- 
tions about where we should go from 
here and how we should get there. 

I am not breaching any secrets of 
state if I observe that there are two 
conflicting philosophies concerning 
federal aid to education— categorical 
aid and general aid. One of the 
fundamental tenets of the National 
Education Association is that aid to 
education be general, with the excep- 
tion of broad national programs such 
as research and development. Give 
block grants to states and let them 
decide how to spend the money. 

Although the House amendments to 
Title III of the Elementary and 
Secondary Education Act last session 
of the Congress moved in this direc- 
tion, I think it is safe to say that it 
will still be a while before the Con- 
gress moves much farther in the direc- 
tion of general aid. 

There is a good reason for this. 
There is a doubt on the part of a 
good number of members of the Con- 
gress that, at the present time, we 
should move to programs of general 
aid. Why? Because, with the excep- 

The Honorable Ralph W. Yarborough is 
United States Senator for Texas. 



don of a sprinkling of states, some 
think that there is not enough proven 
experience at the state level to wisely 
administer billions of dollars in fed- 
eral money. Most states have small 
populations without enough state re- 
sources to build strong state depart- 
ments of education. 

That is why Title V of the Ele- 
mentary and Secondary Education Act 
was passed — to aid state departments 
of education, to help them invigorate 
and strengthen their abilities and their 
capacities. Now we could take some 
dme debating this — the House of 
Representatives spent several days on 
it, and we took several days more in 
conference committee to reach a com- 
promise on Title III. 

The point is, whether we agree with 
it or not, categorical aid is reflecdve 
of the mood of the present Congress. 
1 say this because I think many of us 
in the Congress agree with you that in 
the best of all possible worlds we 
should have general aid to education. 
We agree with you that the states 
should be in a better position to assess 
needs and allocate resources at their 
level than is the federal government. 
But this is not, as yet, the best of all 
possible worlds. 

The issue, then, seems to be: What 
can the state and local educational 
agencies do to establish themselves as 
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the most appropriate receptacles for 
federal funds? I suggest that the most 
important thing for them to do is to 
take the initiative, to work with what 
they have, and to show that they can 
do the job of educating their children 
that must be done. 

I agree with what George Bernard 
Shaw wrote: “People are always blam- 
ing their circumstances for what they 
are. I don’t believe in circumstances. 
The people who get on in this world 
are the people who get up and look 
for the circumstances they want, and 
if they can’t find them, make them.” 

In other words, just because 8 per- 
cent of the local educational budget 
nationwide comes from the federal 
government is no excuse for sitting 
back and abdicating responsibility or 
initiative — for taking federal money 
with one hand, and with the other 
hand writing an essay decrying federal 
control of education. I suggest that, 
first, there should not be federal con- 
trol of education; second, by your 
diligence and handling you can deter- 
mine the extent of such control. 

This is an age of change — an age 
when the big word in education is 
innovation , almost to the point of 
change for the sake of change. Re- 
cently an assistant superintendent of 
the District of Columbia school sys- 
tem said that his schools were getting 
millions of federal dollars for innova- 
tion, that they were going to have an 
innovative dropout program, an inno- 
vative reading-readiness program, an 
innovative curriculum research com- 
mittee, and even innovative innova- 
tions. Finally he said that he had been 
trained by the Jesuits and concluded 
that “they haven’t had an innovation 
in dieir curriculum for 400 years, and 
their education is not noticeably in- 
ferior to anything else that’s going 
on today.” 



I think we all have to be careful 
about change for the sake of change. 
But, at the same time, it is obvious 
that change is needed not only at the 
state and local educational agency 
level, but also at the level of the state 
legislatures. In each of these instances 
there has been an abdication of re- 
sponsibility, an unwillingness to put 
on the tax bite to improve education. 

Two years ago Professor Philip 
Hauser of the University of Chicago 
observed: “Boards of education have 
failed miserably . . . and too often 
the only criterion of success was that 
they kept the tax bill for education 
low. In this respect, and this goes 
for the state legislatures as well, there 
has never been a greater form of eco- 
nomic idiocy than that which has re- 
sulted in our saving millions of dol- 
lars in educational expenditures in 
the schools, and then spending hun- 
dreds of millions of dollars to mop up 
the failures of the school system.” 

And that, it seems to me, is what 



the argument between general and 
categorical aid is all about. The opera- 
tion of the federal government in edu- 
cation today is a rescue mission; or, 
to use language which the war in 
Vietnam has made popular, a “search 
and destroy mission,” except that you 
don’t have to look very hard or very 
far to find educational deficiencies in 
America today. 

So: Where do we go from here? 
How do we get from here to general 
aid? 

It seems to me that certainly at 
the national level, NEA has done an 
admirable job of effecting change and 
improvement. Your legislative branch 
is a smooth and sophisticated opera- 
tion. It was thanks to the NEA, for 
example, that I was made aware of 
the need for special programs in bi- 
lingual education. And so, thanks to 
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the impetus of the NEA, we now have 
the bilingual education act, Title VII 
of the Elementary and Secondary 
Act (a categorical aid program). 

It strikes me, though, that you 
could be doing, and should be doing, 
a lot more at the local level to achieve 
the change in education we all want 
so desperately — the change that will 
make general aid to education a 
reality. 

And all this leads us to another 
question. Just where are the hard 
spots in achieving change. A fascinat- 
ing study sponsored by the Kettering 
Foundation and run by the Gallup 
Poll people reveals some answers. 1 Let 
me quote at random from the findings 
of the report: All three groups— 
parents, school-board members, and 
administrators and teachers — are pre- 
pared to accept change. Prestige lies 
clearly on the side of accepting change. 
In each instance, those questioned 
said that resistance to change was 
greatest in other groups. “The great 
ogre, and enemy of change is some- 
times quite nebulous — ‘the general 
public’ .... Undoubtedly, the bad 
reputation of the ‘general public’ 
arises from the difficulty of getting 
school bond issues voted. Those 
members of the community who have 
no children in the public schools all 
too often oppose school expenditures 
that increase local taxes. Since inno- 
vations often require more money for 
teachers and equipment, it is assumed 
that charges requiring more tax dol- 

1 Gallup International. Administrators? and 
Teachers’ Reactions to Educational Innova- 
tions. Sponsored by the Charles F. Kettering 
Foundation. Princeton, N.J.: Gallup Inter- 
national, May 1967. p. 7. 
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lars will be opposed by many members 
of ‘the general public.’ ” 

The impressive thing about the re- 
port is that which is not stated, that 
everybody is passing the buck, and 
that most important change — -im- 
provement — is not taking place. 

In his inaugural address, John F. 
Kennedy said: “I do not believe that 
any of us would exchange places with 
any other people or any other genera- 
tion. The energy, the faith, the devo- 
tion which we bring to this endeavor 
will light our country and all who 
serve it — and the glow from the fire 
can truly light the world.” 

It is you and all of the teachers you 
represent who can, through education, 
light the world. It is my hope that the 
NEA will use its talents and its influ- 
ence at the local level to attain the 
goals of quality education. For cer- 
tainly, until we senators and repre- 
sentatives see some signs that we can 
ease our watchfulness over the purse- 
strings, we are not going to do it. In 
short do more of what you are doing. 
Your purpose at this 11th National 
Conference is to effect change. As you 
do so, bear in mind the words of 
Shaw: 

“The people who get on in this 
world are the people who get up and 
look for the circumstances they want, 
and if they can’t find them, make 
them.” 

And in making these circumstances, 
let us strive to set such an example of 
fairness and justice to all peoples that 
men through all generations will say 
of Americans: “They had a divine 
spark of fairness and justice and great- 
ness.” 






Modernizing State School Finance Programs: 

Six Selected Areas 

Eugene P. McLoone 



From a social viewpoint the task of 
modernizing state school finance plans 
is clear and formidable. From eco- 
nomic and political viewpoints it is no 
less clear. 

Social Viewpoint 

The Kerner Commission Report 
states that America is running die 
danger of becoming two separate so- 
cieties, one white and die odier black. 1 
Mort and Cornell’s old studies of 
adaptability, especially American 

Schools in Transition, indicate diat 
social class plays an important role in 
amount of education received. 2 Elm- 
town's Youth gave die same warning; 

» Office o! the President. Report of the 
National Advisory Commission on Civil Dis- 
orders . Washington. D.C.: Government 

Printing Office, March 1968. 426 p. 

■Mort. Paul R.. and Cornell. Francis G. 
American Schools in Transition. New York: 
Teachers College. Columbia University. 1941. 
546 p. . 

Corwin, Ronald G. A Sociology of Educa- 
tion: Emerging Patterns of Class, Status, and 
Power in the Public Schools. New York: 

« eton-Century-Crofts, 1965. See especially 
iter 6. “Social Class Influences on the 
School System,” p. 155-90, for a review of 
related literature. 

Dr. McLoone is Lecturer, College of Busi- 
ness and Public Administration and College 
of Education, University of Maryland, College 
Park, Maryland. 



it was recendy repeated in the Cole- 
man Report. 9 The principal device 
of state school finance to alleviate 
these inequalities of geographic loca- 
tion of birdi was and is die minimum 
foundation program. 

The foundation program sought 
and seeks to provide equal access to 
die resources of die state for all chil- 
dren and diereby equal provision of 
educational opportunity to all. The 
compensatory education programs of 
such cities as New York and such states 
as California and Connecticut plus the 
Elementary and Secondary Education 
Act of 1965 by die federal govern- 
ment are postulated on die fact diat 
not equal but unequal resources per 
diild are necessary for equality of op- 
portunity with greater provision of re- 
sources to lower socioeconomic class 
children and those children who have 
recendy come to the city from a rural 
culture. 

Economic and Political Viewpoints 

The growth of die gross national 
product during 1968 will equal almost 

■ Hollingshead. August de Belmont. Elm- 
town's Youth: The impact of Social Classes 
on Adotescents. New Yoik: John Wiley and 
Sons, 1949. 480 p. 

Coleman, James S., and others. Equality of 
Educational Opportunity. Washington. D.C.: 
Government Printing Office. 1966. 757 p. 
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$60 billion, almost double the spend- 
ing on elementary and secondary 
schools. Yet, public elementary and 
secondary schools continue to face a 
crisis of funds sufficient to their needs. 
School property taxes, the continued 
mainstay of local support, had leeway 
five and 10 years ago. Today in many 
states and communities, property 
taxes, which almost always are con- 
sidered too high subjectively, are 
reaching burdensome levels measured 
objectively. 4 Increasingly, new funds 
for schools come from the states, and 
some of these funds are expressly for 
property tax relief. Finding their 
revenue levels inadequate to meet not 
only direct state expenditures but also 
grants to local governments, states in- 
creasingly are adopting new taxes and 
increased tax rates. Five-sixths of the 
growth in state tax revenue from 1962 
to 1967 came from the responsiveness 
of state taxes to a growing economy 
and only the remaining one-sixth came 
from deliberate legislative action. Re- 
cent tax enactments mean that more 
of the growth in state revenue in the 
near future will result from this fact. 

As more and more states levy both 
a sales and an income tax state-wide 
(30 states as of January 1, 1968), the 
question of state government finance is 
no longer which broad-based tax the 
state should enact, a sales or an in- 
come tax; the question becomes what 
tax system should the state have for 
itself and its local governments. Also, 
the question of which tax sources the 
state should tap and which local gov- 
ernments should tap to reduce over- 
lapping governmental use of tax 

4 U.S. Department of Commerce, Bureau of 
the Census. Properly Tax Rates in Selected 
Major Cities and Counties. Census of Gov- 
ernments 1967, CG-P-5. Washington. D.C.: 
the Bureau, May 1968. 13 p. A rate of 3 per- 
cent on full value has long been considered 
objectively too high. 
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sources becomes this question: On 
which state taxes will local piggy-back 
rates be allowed? 

Local uonproperty taxes are no 
longer viewed as a solution to local 
fiscal problems, although they are 
for some local governments and some 
local government services. However, 
for most local governments and most 
functions, permission to levy local 
nonproperty taxes does not match 
service needs with tax resources. In- 
stead of the imbalance being that be- 
tween local governments with high 
property valuations and low service 
needs and other governmental units 
with low property valuation and high 
service needs, the imbalance becomes 
one between governmental units that 
are sales centers and governmental 
units that are not, and between those 
that are areas of high-income indi- 
viduals and those that are not. 

Permission to levy local nonprop- 
erty taxes does not correct the im- 
balances; it merely changes the gov- 
ernmental units among which the 
imbalance of service needs and tax re- 
sources exist. Thus, there is a grow- 
ing recognition that state govern- 
ments must use grants to local govern- 
ment to correct mismatches of needs 
and resources. 

Specified Areas for Modernizing 

The request for this paper specified 
six areas of state support programs 
that should be treated. These six areas 
seem to raise questions about the form 
of state support. This they do but, 
in addition, they raise a larger ques- 
tion about the amount of state sup- 
port. Thus, two basic questions of 
state support are raised: (a) How much 
should state funds be? and (b) What 
form should state distributions have? 
The six areas are the provisions in 
state laws for (a) municipal over- 
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burden; (b) encouragement of school 
district reorganization; (c) local lee- 
way limitations; (d) state administra- 
tion of the property tax; (e) minimum 
salary schedules; and (f) equalized 
percentage matching (EPM) grants or, 
in other words, open-end state support 
instead of a fixed amount as a ceiling. 

An EPM grant is the accepted basic 
form for distribution of funds in state 
support plans. The traditional Strayer- 
Haig model is a special case of EPM 
grant in which there is a fixed amount 
per pupil and a specified local prop- 
erty tax contribution rate which local 
school districts must levy to partici- 
pate. Wisconsin in 1949 first moved to 
a special type of EPM grant for school 
districts with per-pupil property valu- 
ations below the state-wide average. 
Rhode Island adopted a full EPM 
grant later. California, Massachu- 
setts, and other states have followed 
in adopting an EPM for some or all 
districts. 

Equalized Percentage Matching 
(EPM) Grant 



theless has its own percentage share 
that the state will provide. 

In other words, if the state sup- 
ports a $500 per-pupil program for 

5 mills, a school district with that 
levy and 50 percent of its expendi- 
tures guaranteed by the state, will re- 
ceive $250 per pupil. If the district 
raises only 4 mills, a 20-percent re- 
duction in effort, the state will still 
provide 50 percent or $200 per pupil. 
A 20-percent increase in effort to 

6 mills would give a $600 per-pupil 
program with $300 per pupil from the 
state. Every district that makes a 4-, 
5-, or 6-mill effort would have $400, 
$500, or $600 per-pupil program, re- 
spectively; that is, the state supports a 
level of expenditure equal to the effort 
of the local school district— the same 
expenditure for districts with the^sainc 
effort but a varying grant as district 
tax effort varies among districts. The 
state share for any district thus varies 
according to the need and ability of 
the school district. Therefore, on 
superficial theoretical analysis* people 
have concluded that a completely 

».t . _ 
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open-end EPM grant without a ceiling 
Essentially, an EPM grant specifies on pgj.pupii expenditures would lead 
the state and local sharing in educa- An state treasury. Better 



tional costs and pursues equalization 
of potential. Unlike the special 
Strayer-Haig case which sets an upper 
limit to state liability for support, a 
completely open-end EPM, as in 
Rhode Island, leaves the extent of the 
liability of the state to the action of 
local school districts. This has led 
to the major argument against an 
EPM grant: It provides a blank 

check on the state treasury. The state 
continues to share its percentage of 
cost as local school district expendi- 
tures rise or fall. The state share for 
any district varies according to the 
need and the ability of the school 
district. Each school district none- 



uu r n 

to a raid on the state treasury. Better 
theoretical formulations and the ex- 
perience of the past decades have 
proved this conclusion to be faulty. 

The missing elements in the theo- 
retical EPM grant analysis were (a) the 
indirect local contribution rate, (b) 
the redistribution percent, and (c) the 
bargaining positions of local school 
districts and individual taxpayers. 
Aspects that received insufficient at- 
tention were (d) the index nature of 
the EPM grant and (e) the determi- 
nants of the over all state percentage 
of funds in an equalization grant. The 
last two will be discussed first because 
they have been fully developed else- 
where by others. 
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The State’s Share in an EPM Grant 

Cornell showed that the Strayer- 
Haig model was mathematically con- 
vertible to an open-end EPM grant of 
an index nature. 8 In doing so, he in- 
dicated that each district’s share of 
total state appropriation was the dif- 
ference between (a) the percentage of 
total state need in the district and 
(b) the product of the percentage of 
total state ability in the district and 
the percentage established as the over- 
all local share. The local share and 
the state share add to 1.00 or full 
financing of the program. Cornell sug- 
gested the index approach for pro- 
grams where the limitation on grant- 
ing funds was the total appropriated 
as well as for programs where pay- 
ments to local districts varied with 
local effort. Thus, Cornell clearly 
showed that a necessary condition for 
an EPM grant to become a raid on 
the state treasury is full financing 
by a state legislature, which through 
its appropriation process retains full 

control. . 

Benson expanded the Cornell index 

analysis to show that if complete 
equalization is the goal of state sup- 
port, the percentage of funds from 
the state is determined solely by the 
variation in ability of school districts. 8 
Benson 7 also showed that a state share 
above this equalizing percentage was 
(teqji rai by the more able districts, 
while a state share at or below the 
equalizing percentage was desired by 

» Cornell, Francis G. “Grant-in-Aid Ap- 
portionment Formulas.” Journal of the 
American Statistical Association 42: 92-104, 

M *Bensmi > 7 Charles S. The Economics of 
Public Education. Boston: Houghton Mifflin 
Co., 1961. p. 206. 

» Benson, Charles S. “State Aid Patterns.;’ 
Public School Finance: Economics and Poll- 
tics. (Written by Jesse Burkhead.) Syracuse: 
Syracuse University Press, 1964. Chapter IX, 
p. 205-35. 



less able districts. Benson indicated, 
in addition, that the over-all state per- 
centage that would prevail in a state 
with an EPM grant was most likely 
the equalizing percentage. 

The over-all state percentage would 
be above the equalizing percentage 
only when the sum of the ability of 
those districts exceeding the average 
program set by the state (the $500 for 
5 mills in the example above) was 
greater than the sum of ability of those 
districts at or below the average pro- 
gram. Thus, Benson demonstrated 
that the percentage of funds provided 
by the state was not likely to increase 
substantially. Benson's analysis did 
not answer the question of how much 
state funds would increase. However, 
his analysis did indicate that a stable 
state share could be attained by an 
EPM grant if set at the equalizing 
percentage, which arises from varia- 
tions in ability of school districts and 
is influenced mainly by school district 
organization and the changes in need 
and ability of school districts. 

Studies by Benson and Kelly in 
Rhode Island and by Daniere in Mas- 
sachusetts as well as theoretical analy- 
sis by Daniere and by Pauly 8 showed 
that an EPM grant would not increase 
educational funds much beyond that 
experienced in other states during the 
same period. In Rhode Island, state 
funds did increase faster than in other 
states; that is, state funds substituted 
for local funds without great increases 
in total funds for schools. Thus, one 
might claim or not claim that there 
was a raid on the state treasury. Be- 
fore deciding, however, we need to 
examine the overlooked aspects of 
EPM grants. 



•Pauly, Mark V. “Mixed Public and Pri- 
vate Financing of Education: Efficiency Mid 
Feasibility." American Economic Review 57: 
120-30, March 1967. 
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Indirect Local Contribution* 

The indirect local contribution 
exists mainly in the Morphet-Johns 
salary schedule state support model. 
It also exists in percentage of cost 
grants and similar reimbursement 
grants. This indirect local contribu- 
tion, essentially funds that the local 
school district must raise before state 
payments begin, is initial or first-year 
funds exclusively from local sources. 
The EPM grants, as they operate in 
states, have this feature of requiring 
first-year funds from local sources. 
States generally use the previous year’s 
expenditures as the basis for the 
current year’s receipts from the state. 
Instantaneous payment on this year’s 
budget is feasible with the computer, 
but may not be desirable for deter- 
mining state revenue needs or of giv- 
ing easier access to state funds. 

The net effect of the indirect local 
contribution is to force the extension 
of the time horizon of local school 
districts beyond one or two school 
years. With a long-term view, they 
will see that eventually less effort will 
provide the same expenditure level as 
long as the state does not change its 
distribution plan. If the state wishes 
to encourage higher spending levels, 
it will provide initial year funds to the 
least able so that they might invest in 
a higher expenditure level. Other- 
wise, the indirect local contribution 
becomes an effective barrier to great 
increases in spending by local schools. 

Redistribution Percentage 

The redistribution percentage arises 
from considering the net gains and 

• McLoone. Eugene P. “Evaluating the 
Weighting Factors in Use.*' Trends in Financ- 
ing Public Education. Proceedings of the 
Eighth National Conference on School Fi- 
nance. Washington, D.C.: National Educa- 
tion Association, 1965. p. 71-72. 



losses of local school districts, taking 
into account not only the state pay- 
ments to local school districts but 
also state revenue raised to make these 
payments . 10 In his theoretical analysis 
of grants, Musgrave showed that the 
state treasury acted merely as a collec- 
tion and disbursement agency with 
regard to localities and that collections 
should equal disbursements . 11 Benson 
showed that if the state merely made 
the necessary redistribution among 
localities, it would handle the least 
amount of funds . 18 In a paper pre- 
pared for the National School Boards 
Association, I showed that the re- 
distribution percentage is a result of 
the variations in need and ability 
among school districts; that is, while 
the equalizing percentage is deter- 
mined solely by the range of wealth 
among districts, the redistribution per- 
centage is influenced by the entire 
distribution. 

The redistribution percentage in- 
dicates the least amount of money that 
a state needs to handle to achieve 
equalization. Depending on the school 
district organization, the redistribu- 
tion percentage can be almost all or a 
small portion of the funds required 
for equalization. The higher the re- 
distribution percentage, the greater 
the opposition to a higher minimum 
program or an open-end EPM grant 
as the losers have greater influence. 
The full impact of the redistribution 

10 Benson, Charles S. The Economics of 
Public Education. Boston: Houghton Mifflin 
Co., 1961. p. 206. 

“Musgrave. Richard A. "Approaches to a 
Fiscal Theory of Political Federahsin. Pub- 
lic Finances: Needs, Sources and Utilization. 
A Conference of the Universities-National 
Bureau. Committee for Economic Research. 
Princeton: Princeton University Press. 1961. 

p. 97-133. . - 

“Benson. Charles S. The Economics of 
Public Education. Boston: Houghton Mifflin 
Co., 1961. p. 206. 
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percentage is seen only in the bargain* 
ing among local school districts. 

Bargaining Under EPM Formula 

On the assumption of a one man/one 
vote state legislature and equal dis* 
tribution of children and total popula* 
tion, the five districts shown in 
Table 1 would have equal shares of 
voting in the state legislature. Strict 
equalization would result in the state 
providing 50 percent of the funds, and 
the localities, the other 50 percent. 
The state could achieve the same re- 
sult by levying a full tax . for the 
100 percent. The losses of Districts A 
and B equal the gains of Districts D 
and E. District C remains even— it 
pays to the state an amount equal to 
that which it collects. 

District C could join Districts D 
and E (or it could be District B who 
joins Districts D and E) so that it 
might also gain by not providing any 
state funds to the wealthiest district. 
District B would favor such a plan 
to eliminate its loss. Now the state 
needs to provide funds for only 80 per- 
cent of the pupils. 

District A now suffers a greater loss, 
and if it seeks to reduce the loss, it will 
wish to have a smaller percentage of 
pupils covered. It will join any group 
that will still further reduce the per- 
centage of pupils covered. Such a 
move will increase the loss to District 
B, and it will move toward the lowest 
percentage of pupils or back toward 
80 or 100 percent. District A prefers 
20 percent. Ultimately, the program 
may well settle on 20 percent as at that 
point Districts A, B, and C have least 
loss and District E, the greatest gain. 
District B would tend to favor 100 per- 
cent of the pupils now because it is 
even. In combination with Districts D 
and E, it might attain this position or 
the 60 percent position. 



These hypothetical situations exist. 
The 100 percent of pupils illustrates 
any flat grant or a fully financial 
equalization grant. The Wisconsin 
state aid is a combination of a flat 
grant and a program covering ap- 
proximately 40 percent of the pupils. 
The California basic aid is the 100 
percent case; the equalization aid ap- 
proximates the 60 percent case and 
supplemental aid approximates the 
20 percent case. With appropriate 
data for the state, and a weighting of 
the distribution of funds by amount of 
total state aid in each fund, one could 
determine the distribution established. 

Examining these distributors, one 
can see that available state funds more 
often than not become the crucial 
variable in determining the plan 
chosen. Like local school boards or 
municipal governments, states operate 
under a known revenue constraint. 
Under the fixed foundation program, 
expenditure levels can be raised only 
when state revenues are available. 

James, Kelly, and Ganns have 
shown that demand for education, 
ability of a community, and govern- 
ment arrangements affect the support 
for education with demand and ability 
being most important. 18 The EPM 
formula places all concern on demand 
as it makes all districts equal in 
ability, and it changes the govern- 
mental arrangements to purely fiscal 
tasks. Because fiscal tasks predomi- 
nate, the influence of state depart- 
ments of education is lessened. Such 
power and political considerations are 
beyond the scope of the present treat- 
ment. 

“James, H. Thomas; Kelly, James A.; and 
Garms. Waller I. Determinants of Educa- 
tional Expenditures in Large Cities of the 
United States. U.S. Office of Education, Co- 
operative Research Project No. 2389. Stan- 
ford, Calif.; School of Education. Stanford 
University, 1966. 198 p. 
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TABLE 2.— BARGAINING IN STATE GRANTS 

Relation of measure to state avenge 

Education need of district Crcaterthan Uathan 



Greater than state avenge 

Equal to state average 

Less than state avenge 



Greater than state avenge 

Equal to state average 

Less than state average 



Greater than state average 

Equal to state avenge 

Less than state average • •••••••••••••••••••• 



Tax base of district 

+ or — + 

— 0 



+ 

+ 

+ or — 



District wealth per pupil 



< or >1.0 
>1.0 
>1.0 



<1.0 <1.0 

1.0 <1.0 

>1.0 < or >1.0 



Tax revenue of district * 



+ or — 



+ + 

0 + 

— + or — 



• Tax revenue equals tax rate times tax base. Average tax revenue is the sum of the tax 
revenue for all districts divided by the number of districts. 

+ = District that gains from distribution 
_ = District that loses from distribution. 

0 = District even. | 



As one can observe from Table 1, 
with a 100 percent equalization, the 
gains and losses are as indicated in 
the first part of Table 2. The second 
part indicates bargaining by districts 
affording to wealth. The third part 
shows that under an EPM grant, bar- 
gaining changes from the ratio of a 
district wealth per pupil to the state 
average to the ratio of district tax 
revenue per pupil (or tax rate times 
tax base) to the state average. By 
comparing the third part with the 
first part, one can see that if all dis- 
tricts make the same tax effort, that is, 
the average tax effort, the Strayer-Haig 
model is a special case of the EPM 
with equal tax effort. One can make 
the comparison by changing the sec- 
ond part to the ratio of tax revenue 
per pupil of the district to the state 
average. 

School districts and their taxpayers 
thus can determine their gains and 



losses. One way to reduce losses is to 
A'et a maximum foundation level. An- 
other way is to restrict the percent- 
age of pupils covered by the state 
foundation program. Wealthy districts 
can strive to bargain in either direc- 
tion. Only a state-wide commitment 
to equal education will mean accept- 
ance of an EPM grant and the grant- 
ing of equal access to the state's re- 
sources to every child. 

Truly Equal Access Only in EPM 
Formulas 

Currently, the citizens of each dis- 
trict set an expenditure level for the 
children of the district. Joined with 
other citizens, they set an expenditure 
level for the state. These two deci- 
sions on expenditure levels — one for 
the district and the other for the state 
— are made independently. The state 
foundation level becomes either a 
floor or a ceiling. For wealthy districts 
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willing to tax themselves heavily, the 
foundation level becomes a floor to be 
exceeded. For very poor districts, the 
foundation level is a ceiling that can 
hardly be exceeded, and becomes the 
first limitation on educational spend- 
ing. For die poor districts spending 
only slightly beyond the foundation 
level, state limitations on local leeway 
become the second limitation on edu- 
cational spending. Equally important, 
these state limitations also become a 
limitation on average and wealthy 
districts. 

The EPM formula makes it possible 
to combine the decisions on state and 
local expenditure levels. All districts 
are encouraged to make an average 
tax effort. If a district spends less, it 
loses more. Thus, districts are equal- 
ized in spending and in tax effort. All 
districts making die same tax effort 
have the same amount to spend per 
pupil; that is, no longer is there a 
ceiling beyond which local effort will 
carry a district, nor is there a floor 
beyond which wealthy districts can 
easily spend at low effort. Nonethe- 
less, limitations on local taxing power 
can present the same ceiling effect for 
all districts. Unless the state wishes to 
place a limit on demand for schools, 
there is no place for a property tax 
limit without additional state funds to 
replace the lost revenue. 

An EPM grant, therefore, does not 
necessarily provide a raid on the state 
treasury; it does place all the resources 
of the state behind each pupil. The 
only local constraint is willingness 
of the people to tax themselves, for 
equal sacrifice means equal program. 
The state, however, does need to 
assure full financing. 

A state-wide commitment to equal 
provision of educational opportunity, 
regardless of tax burden to localities, 
and more careful attention to meas- 



urement of need and ability are also 
necessary. By raising the question of 
what form and calling for careful 
measurement of the elements of the 
grant, and by committing localities to 
the provision ot the potential of the 
state's resources to every child, an 
EPM grant poses the basic question 
of how much the state should provide. 

Aid for Reorganization 

Special incentives for school re- 
organization do not work under a 
basic Strayer-Haig model of a founda- 
tion ceiling because reorganization 
changes the equalization percentage, 
the redistribution percentage, and 
bargaining. Special incentive grants 
for reorganization, therefore, mean 
greater state support now for greater 
local support now and possibly in- 
creased local support later. 

Unless districts are equal in abil- 
ity and expenditures, reorganization 
m eans an increased tax rate for the 
same expenditure in one or more of 
the consolidating districts. If two 
districts with the same expenditures 
per pupil have different abilities, one 
must make a greater effort than the 
other. When they reorganize, the tax 
rate in the more able will rise and 
the tax rate in the other can fall. If 
the more able district has a higher 
expenditure per pupil than the less 
able, the tax rate in both districts will 
rise. Theoretically, an EPM grant 
would eliminate these incentives to re- 
main separate, but practically,^ this 
might not work, as the experience 
of Rhode Island and Wisconsin in- 
dicates. 

I-P-S Tax System Instead of Rate 
Limitations 

If placing a limit on the property 
tax arises from the consideration that 
property taxation is relied upon too 



















much, educational considerations 
point to more state revenue for 
schools. Otherwise, property tax limi- 
tations become the vehicle for reduced 
support of schools. If placing a limit 
on property taxation arises from the 
considerations of particular groups 
who have excessive property tax bur- 
dens, such as the retired, an integrated 
income-property-sales (i-p-s) tax at 
the state level is a better solution. 14 
For example, Wisconsin passed part of 
an integrated income-property-sales 
tax when it allowed credits on the in- 
come tax forproperty taxes exceeding 
3 percent of income. Also, Indiana 
passed part ol an integrated income- 
property-sales tax when it allowed 
credits on the income tax for sales 
taxes paid. (Both states pay cash re- 
bates when the income tax liability is 
less than the credit.) Solutions such as 
these are preferable to broad limita- 
tions on rates as the problem areas of 
heavy taxation are assisted without 
unduly restricting revenue. 

Tax limitation may be desired be- 
cause of commercial and industrial 
property being overtaxed and relocat- 
ing outside the state, a more diffi- 
cult problem than excessive burdens 
on individuals. One route for explora- 
tion is the exemption of the personal 
property components of the property 
tax, including machinery and inven- 
tories, which would make industrial 
location competitive among states. 
State taxation of income in place of 
taxation of property, or state-wide tax- 
ation of commercial and industrial 
property with receipts redistributed 
on the basis of educational and other 
local spending are other alternatives. 

The essential question in limitation 
on property taxation is the distribu- 

14 Rozental, Alek A. "Integration of Sales 
and Income Taxes at the State Level.’ Na- 
tional Tax Journal 9: 570-77; December 1956. 



tion of the burden of state and local 
taxation. Are the income, sales, and 
property tax burdens too high, con- 
sidered by themselves or in total? Are 
the burdens on some groups of indi- 
viduals or industries excesssive? The 
problem arises from the over-frac- 
tionalization of local governments. 
With respect to education and its 
principal local source of revenue, the 
property tax, the problem arises be- 
cause of life style patterns and dif- 
ferences in owning and paying for 
property. In either case, the eventual 
solution is one of state governments’ 
taking a total view of local needs and 
local ability not only for schools but 
for all local functions. 

Local tax leeway is a necessary con- 
dition for an EPM grant. Tax leeway 
should be assured at both state ar.d 
local levels. Tax limitation laws have 
limited success in restraining expendi- 
tures. 16 Essentially, they establish the 
limits of liability for individuals, and 
for business and industry. A better 
method is an integrated state-local in- 
come-property-sales tax with tax 
credits and cash rebates. A model for 
solving this problem is the proposed 
state-aid plan and property tax limi- 
tation laws in Vermont. 

State Administration of 
the Property Tax 

The governor of Vermont does not 
propose state administration of the 
property tax, but he does propose 
state collection of the property tax 
receipts for the foundation program 
amount. State administration assists 

15 Leet, Glen, and Paige, R. M., editors. 
Property Tax Limitation Laws. Revised edi- 
tion. Publication 36. Chicago: Public Ad- 
ministration Service, 1936. 92 p. 

Newcomer, Mabel. "The Growth of Prop- 
erty Tax Exemptions.” National Tax Jour- 
nal 6: 126-27; June 1953. Table 3 and asso- 
ciated text. 
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in making property tax administra- 
tion uniform not only for highly spe- 
cialized and complex commercial and 
industrial property, but also for single- 
family residences. The studies by the 
Advisory Commission on Intergovern- 
mental Relations (ACIR) and that 
body’s suggested legislation provide 
many clues for state improvement in 
this field. 18 State administration seems 
almost a sine qua non for adequate 
measurement of property taxpaying 
ability in state aid formulas and for 
proper distribution of the tax burden 
between individuals and corporate 
bodies. As an element in the measure- 
ment of local taxpaying ability, prop 
erty valuations require better de- 
termination to adequately reflect al- 
most any analysis of state grant 
operations. 
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Municipal Overburden 

Municipal overburden as an allow- 
ance for nonschool expenditures raises 
the basic question of a state founda- 
tion program for all local governmen- 
tal services: Should the state have a 
single EPM grant for all local services? 
This would be the direct attack. How- 
ever, since this does not seem likely 
to occur, because, among other rea- 
sons, state funds would need to in- 
crease, the pressing educational needs 
of central cities do require some at- 
tention. 

By removing the foundation ceiling 
an EMP grant for education is one 
step in this direction. Another es- 
sential step is better measurement of 
need to account for (a) environment, 
(b) lower achievement results, and (c) 



other costs such as small class size and 
extended school day, week, and year. 
A third step is counting federal funds 
provided under Title I of the Ele- 
mentary and Secondary Education Act 
as local funds in an EPM grant. None- 
theless, the lower ability of the central 
cities and other areas because of neces- 
sary, high nonschool expenditures 
would not be recognized. 

Sacks 17 has drawn together data 
which show that central cities in 36 
Standard Metropolitan Statistical 
Areas have tax rates as high or higher 
than their suburbs but lower school 
expenditures. Cities have high non- 
school costs; suburbs have low non- 
school costs and receive more state 
aid per pupil than the cities. 

Cities have always had nonschool 
costs, and these expenditures have 
amounted to about three-fourths of 
total city expenditures since 1913. 
The changes that have occurred in 
cities are the loss of the economic re- 
sources of a productive tax base, and 
the gain of the liabilities of extra 
school and nonschool expenditures 
while the areas around them forego 
nonschool expenditures to spend more 
and more on education. Allowances 
for municipal overburden require 
more state funds or redistribution of 
existing funds with sizeable cuts to 
suburban schools. The question again 
is bargaining beyond a foundation 
ceiling and with greater recognition 
of need and ability. Thus, municipal 
overburden as a factor would change 
the equalization percentage, the re- 



M Bird, Frederick L., and Bird, Edna T. 
The Role of the State in Strengthening the 
Property Tax. Advisory Commission on In- 
tergovernmental Relations Report A- 17, Vol- 
umes I and II. Washington, D.C.: Govern- 
ment Printing Office, June 1963. 187 p. 



17 Advisory Commission on Intergovem- 
ment Relations. Fiscal Balance in the Ameri- 
can Federal System. Publication A-31. Wash- 
ington, D.C.: Government Printing Office. 
(In press.) 

Sacks, Seymour. Central City Educational 
Systems: Economic and Fiscal Aspects of 
Their Current Dilemmas. Evanston, 111.: Na- 
tional School Boards Association. (In process) 
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distribution percentage, and bargain* 
ing. Municipal overburden, like reor- 
ganization and an EPM grant, requires 
a state-wide view instead of a frag- 
mented local view. 

Minimum Salary Provisions 

Minimum salary provisions in state- 
aid plans increase from year to year. 
Based on a salary schedule of years of 
experience and training, these provi- 
sions rest on the indirect local con- 
tribution. Legislators interested in 
seeing how the money appropriated 
for schools is spent will continue to en- 
act such provisions. 

Legislators also will tend toward 
the total Morphet-Johns budget items 
approach with a pupil-classroom 
teacher ratio; allowance for super- 
visory and administrative positions 
based on the number of teachers; 
special classroom units for special 
services such as counseling and guid- 
ance, libraries, and vocational and 
special education; and for expenditure 
other than salaries with increasing at- 
tention to subdividing this category. 
As state legislatures are asked to pro- 
vide more money, they wish to en- 
sure that it is properly distributed — 
from their viewpoint. 

Increasing pupil-classroom teacher 
ratios makes the Morphet-Johns 
budget item approach desirable for 
legislators. Dividing total school ex- 
penditures in this manner also per- 
mits them to pay more attention to 
supply and demand conditions. They 
can pursue alternative policies to in- 
crease supply or to decrease demand 
instead of merely pumping more 
money into local schools. 

Increasing teacher militancy may 
also cause states to pass minimum 
salary schedules apart from budget- 
item grant programs. Minimum salary 
schedules can be passed or not, de- 



pending on the degree to which school 
administrators and school boards con- 
vince legislators that localities can best 
make budget determinations. If low 
levels of funding are the problem and 
if restrictive local tax limitation laws 
or state funding of grants are the 
cause, EPM grants might cause a shift 
away from minimum salary schedules. 

Conclusion 

The six areas for consideration 
seem to deal with the form of state 
grants. Yet I believe they deal more 
with how much school revenue should 
come from the state. Adequate state 
funding of an EPM grant would do 
much to eliminate considerations of 
incentives for reorganization, local tax 
leeway laws, and minimum salary pro- 
visions. However, an adequate EPM 
grant would mean more state funds 
and a commitment to place the state’s 
resources behind each child. 

An adequate EPM grant would call 
for better measurement of need and 
ability and meet the problem of mu- 
nicipal overburden and probably 
move in the direction of state ad- 
ministration of the property tax. The 
former would also require more funds, 
and the latter might yield more funds 
with greater equity. 

The crucial question of state aid 
may remain — what form distributions 
should take as citizens, taxpayers, legis- 
lators, and educators seek to distribute 
differendy a slightly large pie. And 
yet the crucial question probably 
should be: How can more funds be 
obtained to do the educational task? 
A larger pie is easier to divide. 

A larger pie exists economically 
widi the increase in gross national 
product (GNP) last year being equal 
to almost double a year’s spending on 
public elementary and secondary edu- 
cation. To be sure, part of the in- 



crease in GNP was due to higher 
prices, but so was part of the increase 
in school spending. Modernizing state 
formulas for school funds requires 
solving die political problems of tap* 
ping die economic potential. Other* 
wise we shall have two communities of 
school children: one with adequate 
local resources and die other widi the 
state mini mum foundation ceiling. 
Parents can choose either community 
if they can move to the high-spending 
local areas, which are likely to be 



suburbs that can forego nonschool 
spending. Equalization of potential 
with an EPM grant will probably 
mean more spending by all, but it will 
move toward equal educational op* 
portunity and especially so if the state 
adequately measures need and ability. 
Such changes ask sacrifices of the com* 
munity with power and adequate re* 
sources to provide equal opportunity 
to the children of the other commun* 
ity. The task requires a great deal of 
statesmanship. 
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Modernizing State School Finance Programs: A State 
System To Equalize the Distribution of Education 



J. Alan Thomas 



The argument presented in this 
paper is based upon a particular in- 
terpretation of the word modernizing. 
Here, modernizing is taken to imply 

(a) improving the manner in which 
knowledge (used as a gross synonym 
for education) is disseminated among 
the population of a state, as well as 

(b) assuring that the total dissemina- 
tion of knowledge (or education) is 
adequate to meet the economic, social, 
and political demands of the popula- 
tion of the state, and also the demands 
of individuals and their families for 
education. 

It is assumed that state finance pro- 
grams have always been concerned 
with the dissemination of knowledge. 
Unfortunately, knowledge has always 
been a scarce resource; hence, educa- 
tion has been rationed in such a way 
as to favor certain portions of the 
population. 

The scarcity of knowledge has been 
associated with two factors. First, 
over the centuries man's understand- 
ing of his environment has been 
limited; today, however, our total 
stock of information is increasing ex- 
ponentially. Second, the dissemina- 

Dr. Thomas is Director, Midwest Administra- 
tion Center, University of Chicago, Chicago, 
Illinois. 



34 



tion of knowledge requires the use of 
society's most scarce resources, in par- 
ticular, the time of its most knowl- 
edgeable members. Hence, when 
knowledge was imparted on a one 
teacher/one student basis, society 
could afford to educate only a privi- 
leged few. Group instruction has 
greatly increased society's potential to 
educate its members. However, the 
technical difficulties involved in mass 
education and the shortage of teach- 
ers have acted as constraints, so that 
knowledge is still rationed, although 
the rationing procedures are subtle 
and covert. The increasing cost of pro- 
viding knowledge to all has resulted 
in an intensified search for new and 
improved inputs, to act as comple- 
ments to and substitutes for the time 
of teachers. As new methods of dis- 
seminating information (for example, 
by computers, satellite information 
systems, and television) are developed, 
the millenium, in which knowledge 
becomes as widespread as air and 
water, is approaching. 

The Rationing of Knowledge 

It is well known that the present 
methods of financing education favor 
those groups of individuals who are 
in preferred social and economic posi- 
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